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Introduction

Continental Cablevision, Inc. is the third largest cable

system operator in the United states, serving more than 2,850,000

cable subscribers in 16 states.

section 16(d) of the 1992 Cable Act amends section 624 of

the Communications Act of 1934 to require the FCC to "prescribe

rules concerning the disposition, after a subscriber to a cable

system terminates service, of any cable installed by the cable

operator within the premises of such sUbscriber."l/ As the

Commission notes, the 1992 Act's legislative history indicates

that the FCC's principal role under this amendment is to adopt

rules that enable a cable "subscriber" in certain circumstances

to be able to acquire cable home wiring upon the termination of

cable service.

47 U.S.C. §544(i).1/

The major issues before the Commission are:
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(l) to define who is a "subscriber" within the meaning of

this section of the 1992 Act;

(2) to specify the circumstances where such subscribers

have the right to acquire cable horne wiring, and those where the

cable operator has the right to refuse to allow such acquisition;

and

(3) to determine whether any rules it adopts in this area

should apply prospectively or retroactively.

continental Cablevision believes that the definition of

"subscriber," consistent with the 1992 Act's legislative history,

should be limited to individual subscribers, not owners of

mUltiple dwelling units. continental also believes that the

circumstances under which an individual cable subscriber has the

right to acquire horne wiring should be limited in order to

protect an operator's legitimate concerns concerning theft of

cable service. Any new rules the FCC adopts should apply only

prospectively, and not disrupt established contracts. Finally,

the FCC need not, and should not, establish standards for the

pricing of horne wiring or express any opinion as to the proper

locus of ownership of horne wiring prior to termination of

service.
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I. The FCC Should Define "Subscriber" For Purposes Of The 1992
Act As Limited solely To Individual Subscribers.

Based on the legislative history cited by the

commission,2j Congress clearly intended that a cable operator

would be able to retain whatever rights it has under contract or

state law to control the disposition of wiring in the common

areas of buildings, such as hallways and utility ducts and

closets. Congress has explicitly mandated that this portion of

wiring in MDDs be governed solely by contractual agreement

between the cable operator and the building owner. Only

individual subscribers should be entitled to ask to purchase home

wiring upon termination of service.

II. Because Of The significant Theft Of service Problem In The
Cable Industry, Cable Operators Should Not Be Required To
Allow A Subscriber To Acquire Home wiring If A Potential For
Theft Of service Exists.

The Commission asks for comment on the circumstances under

which a cable operator that has chosen to assert ownership rights

in the home wiring it installed might have a legitimate interest

in not allowing home wiring to be acquired by a subscriber, and

where a cable operator should have the right to remove such

wiring.

continental believes that cable operators should have the

right to remove home wiring not only in the situations

2/ House Report at 119.
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highlighted in the legislative history and mentioned in the FCC's

Notice --- where "service has been terminated for non-payment or

for theft of service,,3/ --- but also where the operator has a

legitimate reason to believe that there is a potential for theft

of cable service.

The industry's problem with theft of cable service is

dramatic and growing, despite substantial enforcement efforts.

Just last month, Continental cooperated with the Los Angeles

Police Department in the seizure of an estimated 70,000 converter

devices intended for use in the theft of cable television signals

in Los Angeles and throughout the United states. 4 / This

followed the seizure of approximately 10,000 such devices in Los

Angeles in June. The cable industry's lost revenues in Los

Angeles County alone each year due to theft of cable service is

estimated to be over $100 million. This situation is repeated

throughout the country. Congress recognized this phenomenon by

increasing the criminal penalties for theft of cable service in

the 1992 Act.

One of the most common means of subscriber theft of cable

service is a subscriber's disconnection of his or her cable

service and reconnection through illegal taps and converters,

using the internal home wiring initially installed by the cable

3/ House Report at 118.

4/ See attached press release and articles.
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operator. Thus, simply allowing a cable operator to remove home

wiring based on an actual finding of a subscriber's theft of

service is an inadequate remedy. The House Report also states:

"the Committee is concerned especially about the potential for

theft of service within apartment buildings. 115/ continental is

equally concerned about this potential, and where a cable

operator has a reasonable belief that such theft may occur,

whether in an apartment or an individual residence, it should be

able to control the disposition of the wiring.

The Commission should adopt the following criteria for a

cable operator's refusal to allow an individual subscriber to

acquire horne wiring:

(1) A cable operator has an absolute right to remove the

wiring if the subscriber has been terminated by the operator for

non-paYment or theft of service.

(2) A cable operator also has a right to refuse to allow

acquisition of home wiring if that operator has "reason to

believe that there is a potential for theft of service." A cable

operator would be required to produce evidence to establish its

reasonable belief in a dispute with a subscriber who believes

that he or she has been unjustly denied the ability to acquire

the wiring on these grounds. Such evidence could include the

5/ House Report at 118 (emphasis added).
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fact that, for example, theft of service had been detected in the

particular building or neighborhood where the subscriber resided.

III. The FCC Should Enforce Any Rules It Adopts prospectively
Only.

Because cable operators have in place contracts that both

parties have relied upon in setting the price for cable

installations, the Commission should apply any rules it adopts

prospectively only to new contracts entered into by cable

operators and customers. Nothing in the 1992 Act or its

legislative history calls for a contrary result.

IV. The FCC Should Not Become Involved in Issues Of pricinq of
Home wirinq Or ownership Of Home wirinq Prior To Termination
Of Service.

Likewise, nothing in the 1992 Act itself, or the

Congressional Reports underlying it, either requires or

authorizes the FCC to become involved in setting rates for the

acquisition of home wiring by individual subscribers. Congress

has amply demonstrated that it knew how to authorize the FCC to

set or oversee rates for cable services where it wished to do so.

It did so explicitly not only in the area of rate-setting for

cable programming tiers and certain types of equipment, but also

in cable's pricing of leased access channels. If Congress had

meant for the Commission to become involved in overseeing prices

charged by operators for acquiring home wiring following
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termination of service, it would have said so clearly in the

statute.

As the FCC recognizes, practices in the cable industry vary

with respect to assertion of ownership interests in home wiring

prior to termination of service. The FCC should not involve

itself in these questions, which could have serious local tax

implications.

Respectfully sUbmitted,

Robert J. Sachs
Senior Vice President for
Corporate and Legal Affairs

Howard B. Homonoff
Director of Corporate and

Legal Affairs
CONTINENTAL CABLEVISION, INC
Lewis Wharf, pilot House
Boston, Massachusetts 02110
(617) 742-0530

~v~
Frank W. Lloyd
Mintz, Levin, Cohn, Ferris,

Glovsky and popeo, P.C.
701 Pennsylvania Avenue, N.W.
Suite 900
Washington, D.C. 20004
(202) 434-7300

December 1, 1992

011838.1
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NEWS RELEASE

FOR IMMEDIATE RELEASE: October 20, 1992 CONTACT: Continental Cablevision
John F. Gibbs
Vice President,
Corporate and Legal Affairs
or Ron Cooper
Senior Vice President
(310) 647-3000

The Los Angeles Police Department served search warrants at seven locations

throughout Los Angeles on Monday October 19, 1992 and seized an estimated

70,000 devices intended for use in the theft of cable television signals in Los Angeles

and throughout the United States. Three related searches and seizures were

simultaneously conducted in Las Vegas, Nevada. Monday's searches resulted in the

largest seizure of illegal cable television converter boxes in U.S. history.

Monday's seizures were part of an ongoing investigation by Continental

Cablevision and the LAPD and follow the seizure of approximately 10,000 such

devices valued at over $1,000,000 in June. The "street value" of the illegal

cable boxes seized Monday exceeds $20 Million. The lost revenue to cable

-More-

Southern California Regional Office
550 North Continental Boulevard - Suite 250. EI Segundo. CA 90245. Telephone (310) 647-3000
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television system operators which would result from the use of the 70,000 illegal

devices exceeds $200 Million.

Last week, felony charges were brought in Los Angeles County Superior Court

against six individuals in conjunction with the June seizures. John Gibbs, Continental

Cablevision Vice President for Corporate and Legal Affairs in Southern California said

"More charges can be expected to be filed as a result of Monday's seizures and

Continental Cablevision will bring civil actions against the cable thieves" .

It is a federal crime as well as a California crime to receive cable television

services without paying the local franchised cable operator for those services, It is

also a federal and state crime to distribute equipment intended to be used for the

unauthorized reception of cable television service. In addition to the criminal

punishment of imprisonment and fines, federal and state law authorizes franchised

cable television companies to receive restitution and money damages from anyone

receiving cable services without authorization or distributing equipment to be used for

the receipt of unauthorized cable service.

-More-
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Industry sources estimate over $100 million dollars worth of cable television service

is stolen each year in Los Angeles County. $65 million dollars of this theft occurs

within the City of Los Angeles.

In addition to the lost revenue to the local cable television industry, cable theft

results in huge losses for local governments. For example, the franchise fees which

would be paid by local cable operators to the City of Los Angeles on the stolen cable

service totals $3.25 million dollars each year. The $3.25 million dollars in lost

franchise fee revenue to the City of Los Angeles each year could mean an estimated

additional 50 police officers, the restoration of community libraries or the re­

establishment of 50 fire fighters.

Ron Cooper, Senior Vice President, Continental Cablevision, thanked the Los

Angeles Police Department today and applauded their professionalism and their

tenacitY. "The Los Angeles Police Department clearly recognizes the importance of

cable theft as a $65 million per year white collar crime ~ just in the City of Los

Angeles alone. The seizure certainly validates their concerns." Cooper stated that

"Cable theft hurts cable companies, costs jobs, promotes lawlessness, and has cost

the City of Los Angeles as much as $3.25 million in lost franchise fee revenues each

year" .

-More-
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In a statement released today, Ron Cooper stated that "Cable theft is a crime.

Continental Cablevision will no longer tolerate the theft of our service".

Ron Cooper added "Our theft efforts are an important part of our cost

containment program. Not only will we pursue the sophisticated modification labs and

syndicates, but we will also step·up efforts to pursue the end users. Continental

Cablevision will seek civil damages and restitution from residents caught stealing our

services. That theft may be occurring through tampering with cable connections,

utilizing modified converter boxes, adding second outlets without authorization or

theft by any other means".

Continental Cablevision has established a 24 hour Theft of Service Tip-Une at

, -800-35 THEFT (' -800-358·4338) to receive information regarding the unauthorized

receipt ot cable television service. Callers can remain anonymous and information can

remain confidential.

Continental Cablevision is the largest cable television system operator in

Southern California. Continental Cablevision systems pass approximately 900,000

homes in Los Angeles County and Continental Cablevision serves approximately

325,000 paying customers in the CountY.

• END -



Continental
Cablevlsion

THEFT OF CABLE TELEVISION SERVICE
BACKGAOUNO INFORMATION

• It is a Federar and State crime to receive cable television service without paying for
It. It is also a Federal and State crime to modify converter boxes or assist others to
receive cable television service without paying for it. (47 USC 553,8605, Calif. Penal
Code 593d).

• Continental Cablevision 24 hour Theft of Service Tipllne 1-800-35-THEFT (358­
4338)

• Continental Cablevision's lost revenues in los Angeles County each year due to
theft of cable television service • over $ 45 million.

(900,OOO homes passed, 12% theft, $35 average revenue per customer per
month).

• Cable television industry', lost revenues in Los Angeles County each yeer due to
theft of cabl. television service • over $100 million

(2 million homes, 12% theft, $35 average revenue per customer per month).

• Cable television'industry's rost revenues in the city of Los Angeles each year due
to theft of cable television service • over $65 million.

(lo3 homes, 12% theft, $35 average revenue per customer per month).

• Local go~ernments in Los Angeles County lose over $5 million each year in
potential cable televIsion franchise fee revenues due to cable theft. (Typical 5%
franchise fee).

·Penalties for steating cable television service include fines, imprisonment, civil lia,bility
and money restitution.

• For further Information contact:

Ron Cooper, Senior Vice President
or
John Gibbs, Vice President

(310) 647·3000

Southern California Fl",ni'·""'21 f"'IU;,..".

~~,.,. .. ., -. .
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L.A. police seized aUe.1d1y tampered-wtlh decodlng bOx...

Cable Boxes
Are Seized in
Massive Raid
• Sun Vahey: Pohcesay
the rquipment. worth
millions ot dollars, ~ part
of a fraud scheme.
--------._--
By JOSH MF.YER
f l.'>4e.s ~ I "H WRIT[R

Lee Angelell pOlice lIelZed at
lean 40.000 cable teleV1lton de­
coding txlxe. MondAy trom a Sun
VaHey warehOUle and liX oth...
location.. lIaylng they were for
use In Ii maalve c0nIPlraey to
defraud cable companJet out of
mul10nll of dollara In , ....

The decoders found dun", •
sU",n•• raId at the warehouae
and electronics laboratory In
Sunland alone were worth more

than au mllUon on Ute market.
slUd police Lt. AI Cote.IlL

one. hooked up to TV elbMl
and 1111 ho.".... the decode
bcII:II eowd enable cable CUIIGI'D­
ora to wacch rnUUonI of doUan'
wClr\h of pay chaMe1l IUCh u
Hom. Sox Offtce anet Showttme

for fNt. U ntl U InCfeUl"lly
popular paJ-per-vtew CODCerU
anclll*'tbll tvtfttl. CoreUa II1d.

CGnUa and DtMr mYelUPton
etlftattd UII& tU baIeI. if eoid.
wou&d allow buyers to receive
mort than 1100 miWon worth of



CABLE: Equipment Is Seized in Warehouse
COQtlQu.d from 11
I,!egal ~crVlces

"[t's the l.lrge.st seizure o{ Its
kind that I can recal!." said Los
Angeles poUce Lt. John Dunkin.
!Ie saId the potential "10_ to
cable companlel are lublanU&1."

The boxea are deSIgned lor use
by customers wno already sub·
!cnbe to i ba~lIc cable TV service.
They enaDle usen! to reeetve ler.
VIces they do not pay for, by
IJruJcfambling the cotted .lgnaiJ­
already preltent In the cable-that
carry the costlier channetJ.

Police elld CU8tomers pay any·
where from Sloo (or bUiC "pan·
calce" decoders to 1400 (Of deluxe
modell.

It 14 Illeral to sell or use· un·
scrlmblln, box.. to watch pay TV
and pay·ptr-vltw eventl wtthout
paylng. Ia!d Corella and MlchaeJ C.
Bata. a Contlnenw Cab1evtl1on
securtLy QlNCtor Ind a Loa An,.les
police consultant.

AI.Io r3ided weN five other loca.
Ltona in the San Fernando VaHey
and on. In Rancho Cucamonga In
San BernardinO County.

None of the two dOlen or 10
wort.... at Lh. warehoUH at 8818
Bradloy Ave. were arrelted Mon­
day. and petlee would not d*,­
whether they l'Iaa any~ or
whether arresu were lmm1nent.

Members of a LoI An,el11 PolIc.
Depattm.nt tull force. IUd thttr
Inveetlgauon Into eable"l1* \MIt .
iJ c:onunuln,. anc1 thaL the MODday
!elSurel maned the Ieaand euc­
cellfuJ crackdown on cabte ptra*
in four montha.

In June. autbortUee raided a
!ma.ller warehouH In lrwtnda!e
Ina lelztd 10.000 IUe,.a!y Wegal
deYlCe. wortJl an .....&ed II
millIon. L.u~ week••U[ PtOPt. were
c~ Ln that cue In LoI.Aqet..

Superior Ccurt WIth con3plracv ,0
commll cable fraud. a telony. ac:·
,~oN1ln~ to Corella. heLlO o{ the ta3K
foree from lhe LAPD Bur~lary

Special Secllon.
Other locatlcns raIded were,

13149B Sh.rmnn Way, NOM Hoi.
Iywoodl 8607 Cano,a Ave" Canoel
Parlel 6447 Ellen View Ave..
WoodJand Hillsl 14621 Titua St..
Van NUYI: ~12L Derry St.. A80ura
HiUl. and 10572 AClCla St.. Rancho
Cucamonga.

But police !aHj the Sunland
warehouae. an unoOllUilve .truc·
ture In a buay Induallial area. WU
the pnmary locauon for a I~hlatl·

catld. naUOnWlde cabl. fraud rin,.
'I'hrouIhout tne day. police In·

.....u..tort and cabl. t.l.vtIion
offkt&1l. worictns u their COnlu!L·
anti, LaWed up the MIlICi dtcodinc
baIeI and carted thmn oft w a
pcKa warehouae ln movtnt com·
pany truckl. AlJo IIllta were
workbench. UHd to II\NJ1 un·
scrambUnc devteee In the cabl.
baIea. aeeordJn. to CoreUa.

By Qay'. enc1. however, they had
mad. UtUe PfOSreII in clolU'in« out
th' 1UPP1lll from the wll8bo,-­
and adjacent laboracory.

WllUam PrwvOlL 25. alJo epent
the ciay Wlncltrtnf Ute mUltve
StlUcture.arumbllnlabout the Hl­
zure of the equtpment.

A. held of Lh' Gil' Sylt.eml
eoJII1)Iny. whleh 10... the ware·
~. Prevoet IaJcl he wu only
rnUU1I and IIIUftI c.h. ame lind
of eabfe televtlton boIIII thaI. can
btl le,aUy bou,ht at ItOrt.
throughout Lhe countrY. H. laid
then II no law l,alnIt chan"",
the bani 10 Ut.y can unlCftftlble
cable tel.vtlton .tsrWa. u Ion« u
the cuetomer pay. for lhoII It,­
1'\111. and he I&ld h. only ..111 the
eqwpment to~ ancl bu no

. ::JnlrOl over who cvent'Jtll!Y .Jse!
·~em.

Police WOUld not commem O~
.... n.th.r they thought PreVO!l
played any role In luspected Illegal
acUvtU...

InYfSU,atol'l at the sIte also
concecitd that cable pIracy laws
ilre ccnlUlinl and complex at best.
But they II1c1 there were clear
'lgN1 of UleCaJ activity at the
warehOWlt. including eVIdence of
tampenns WIth lega! equIpment ""
re'Ptofnm It..

In th1I cue. uJUdentlfled ''.IS­
pectl would buy le~a1 cable boxes.
chaal' lbe elec:tronlellO the boXOI
can unacrambte the scrambled 11'­
naJI tenL out by cable firms. anc1
then Mil them on the retail market,
slid Corella.

Pollee I16d It It hard to ProMCute
cable fraud c..- MelUH many
cable CUl\OmtN bUy lhe decoder
boa. from ICII ln mqlltntl and
don't even know they're breakinl
the law by dteodl", pay-per.vi...
clbAl "IIWI and not paylnl lor
thlln. In Iddiuan. Corella eaM:l.
au\bortUil are htl6&ant to ttrelt
e~,.., Nah II tl\ale fOUM
wortttnc at the SUftland locauon.
un. the, can prove the empioy·
eel knew the, were en'lIed In
iUe.a1acUviu..

I Pollet wtU now comb the Ilnan.
cll1 reeordIlI6IId Monday to de·t.... who. If anyone. wtlL be..,...h.... .

In IddWDn to lett rev.nue for
eablt oompaNel. cable theft retultl
In ·lIo~n'.a1 mulUmUUon-dollar
I~ 10 ct.... 1UCh u Lot Anselea.
bteaUM calU open.ton pay the
clLya fM 01 5.. of 1I'OII1'ICttpta.

"U we don" reaUu the reyenu•.
we -cIaa'\ P&7 the ctty for thole
rnftu-.'~ ..·.Ron Coa,er. of
~OD&WDtI1 ClblIYiIkMl...



LOS ANGELES TI\1ES

VALLEY

Seized boxes are stored In a police wnhouse, where technlctans try to ftl\A out wh8t to do wtttI them.

~cte: :~~ g~ntle~~~ C~ the :!ght ~8 Ji~ Allan, :~rector

:!~ice c~ C~~le 3ig~a: :~ert.
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West Coast Bust Nels $20M in Illegal Cable Boxes
"'-

R,~ UNIJA " \lI;S I I'f)

LOS I\NI jll I S '\1I1hI1l11'I'\

'iCi/('d al'l'lll\lI11,I1\" IIlIHl"

k!!allv ,Ihnl'd" >Il\ ,'I h', I" >\1'\

durin!! railh at 1111", ,11'''11\ III lh,'

I,IIS I\n!!dt'\ ;lIl';1 ,11,,1 I ;" Y".!';!'

10llowil1!! a 1"111 1I1,,"lh '",,'\I'l';1

lion hy I "IIII11"'IIl.d I "bl,'\ I"""
1111.'.'" \(llIllwllI ( "ld""11;\ "''''1;'111'"

n1l' Nat,,,n;t1 I ,Ib" kin 1',1""

1\ ''I lI.'lal Ion ';lId 111(' ,"'I/IIIl' "'I'"'
\t'nll'd Ihl' 1a1),"'\1 \ ,d," bll" I"

ILltl' I;orly pcople wnl' tlet,lIned
<fllllfl/! the laid~, hili 110 charge,
have heen filed yel, pt'nding com­
pletion 01 the mve\ligation. :lCConJ­
Ill/! In John (iihh~, vicc president of
corporale and kgal affairs for the
( 'o/lli"elllal region,

The boxt" h,ul a ,Ir('el value of
<l, )0 1111111on. h"'l'd 011 a purchase
1"Ill' 01 '" \00 10 '\.400, 11(' add('d,
fhl' Nt 'II'" t )ffill' 01 Cahlc Sig­

llal 'nidI allded Ihat a dlll.,tored !lox

can he used to steal S3.200 in pr0­
gramming during the boxes' ex­
pected useful life,

The locations had been under in­
vestigation since a Continental bust
in June. Records from that seizure
led to three locations in Las Vegas
and seven in Los Angeles and Sun
Valley. Calif. The sites had been
under surveillance for several
months by the Continental anti­
piracy unit, The sites had been

shipping out converters via United
Parcel Service. Gihhs said,

Law enforcement officials were
supportive in executing search
••mnts once Continental had
completed its investigation. Gibbs
said adding that the company ill
stressing the economic loss to the
city and the company from piracy,

He estimated that the city of Los
Angeles loses $3,25 million a year
in lost franchise fees due to theft of

service. Citywide, l.os I\ngde,' ,'.
franchises lose SM million a year,
he said. Nationally, the indll~lry

loses $3 billion a year to theft, at:­
cording to the OCST.

"The hardware seiled represented
multiple manufacturers and local
franchisee!!, he said, Th(' raid also
nelted computeri7ed and hand
written customer and contact lists,
which will he suhject 10 fUr1hcr in­
vestigation, (jibh" added.

Cable Groups,
Telcos File On
Rural Exemption

n~ JE/\NNINI \\ I I{I.; \

WA\IIINI; II IN 11', I, l,h"'1<
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l"""I" 1"ld III(' I l'Ih-I,,I1 '''"111'1'11

\ ,,11"11\ ( '0""111'''''"
'hl'lOallllon, .... hl' II "" 111,10-01

.\d.. II"lIa ('Oflll1l1l1lll"I,"" ("'I'
1"1t",, ('"hI\- 1\' ,\, ,11"",,,'
IIrll; " I, ,,,III If' I" ,111<1 \ ", "'" 111"1

11;111'" 1;11 Ill( ;11 )' '11',1 I", II II ,I Ill<'

1,( 'I "" \'\1';11\<11111' Ih, 111",1'\"1111'

110"11';"';1',,,1 "1'1" 1111~~II"'''ld,'

!r01" I" \1111"111 "(~I" 111111' IIII'
MSI)', ""d II \\1,,1101 \"1111<1"1' II,i< 111

"p~'r;l'o,,,, 111 IIH\'I (lllll1111111111(,',

;(!!;lIll" Illl' III "" 111\"" "\,,,~, I
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